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The GCR Insurance Sector Risk Assessment
The Insurance sector risk score (ranging from 0 to 15) is a key factor in the operating environment
component score. The core of the GCR Ratings Framework is based on GCR Ratings’ (“GCR”) opinion that
an entity’s operating environment largely frames its creditworthiness. As a result, the operating environment
analysis anchors the underlying risk score for the GCR rating methodology. GCR combines elements of the
country risk and sectoral risk analysis, blended across countries for entities operating across multiple
jurisdictions, to anchor an insurer to its current operating conditions.
GCR will periodically publish updated “Insurance Sector Risk Scores”, which will supersede previous
publications. This publication, available at gcrratings.com/risk-scores/, supersedes the publication titled
“Insurance Sector Risk Scores”, which was published on 10 July 2019”.

Insurance Sector Risk Scores
Republic of Benin, Sector Risk Score 2.75. Country Risk Score 3*, Mapping Table 3.0 to 3.5
Benin's sector risk score of ‘2.75’ reflects GCR's view of an intermediate regulatory environment (with a
solvency assessment which is not risk based, and relatively low transparency levels). The score factors in
moderately high industry earnings' risk, which is a function of sound investment returns being partially offset
by weak underwriting performance. GCR also considers the very low level of financial inclusion, with
insurance penetration well below 1% and insurance density of less than USD10. Growth potential is
moderately healthy, with real premium growth measuring around 5%. Barriers to entry are viewed to be
moderately high, with established players dominating the market (the top five players account for more
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than 65% of total industry premiums), and limited scope for new entrants. The Benin banking sector score
has a negative impact on the insurance sector risk score.
Republic of Botswana, Sector Risk Score 5.0. Country Risk Score 9.25*, Mapping Table 9.0 to 9.5
Botswana's insurance sector risk score of ‘5.0’ reflects the country's intermediate insurance penetration
(2.8%), compared to regional peers (2.5%). The score also factors in very low insurance density at USD209,
albeit measuring higher than regional peers. GCR considers the intermediate regulatory framework, with a
solvency assessment regime which is currently not risk based, albeit plans are underway to implement a
risk based capital framework. Note is taken of the moderation in growth potential, with real premium
growth registering around 1%. Recent margin compression and systematic reduction in investment yields
results in an intermediate level of earnings' risk. The market is mainly dominated by the regional brands,
with the top five insurers accounting for more than 75% of total industry premiums. Accordingly, barriers to
entry are viewed to be moderately high, with limited successful entrance of new participants over the last
five years. Botswana's financial sector score has a neutral impact on the insurance sector risk score.
Republic of Cameroon, Sector Risk Score 2.75. Country Risk Score 3.75*, Mapping Table 3.5 to 4.0
Cameroon's insurance sector risk score of ‘2.75’ balances GCR's view of an intermediate regulatory
environment (with a solvency assessment that is not risk based and low levels of transparency), moderately
high earnings risk and moderately healthy growth potential (with real growth registering around 5%). The
score also factors in intermediate barriers to entry, with limited number of successful entrants into the market
over the last 10 years. The market is fairly competitive, with the top five players combined accounting for
46% of total industry premiums, resulting in relatively stable market dynamics. The industry reflects a low
level of financial inclusion, with insurance penetration (1%) and density (USD15) registering at very low
levels. The financial sector score has a negative impact on the insurance sector risk score.
Cote D’Ivoire, Sector Risk Score 3.25. Country Risk Score 5*, Mapping Table 5.0 to 5.5
Cote D'Ivoire's insurance sector risk score of ‘3.25’ reflects an intermediate regulatory environment (with a
solvency assessment regime that is currently not risk based, coupled with average transparency levels).
The score also factors in low insurance penetration at 1.5% (CIMA participants average: 1.1%; global
average: 6.3%), and very low insurance density at less than USD30. GCR also takes into account moderately
high earnings risk, stemming from high net profit volatility, and collection challenges (with high premium
receivables especially impacting reinsurers). Growth potential is viewed to be healthy (five year gross
premium real compound annual growth rate: 9%), supported by strong economic growth. The score also
takes into account the competitive structure of the market, with the top five players accounting for about
56% of gross premiums, and limited scope for disruption. The financial sector score has a negative impact
on the insurance sector risk score.
Republic of Ghana, Sector Risk Score 4.25. Country Risk Score 3.75*, Mapping Table 3.5 to 4.0
Ghana’s insurance sector reflects a moderately strong regulatory environment (with a provisional risk
based solvency assessment framework and strong implementation and enforcement), healthy growth
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potential, and moderately high barriers to entry (following the increase in minimum capital requirements
to GHS50m for insurers and GHS125m for reinsurers). The score factors in very low insurance penetration (less
than 1%) and very low density (less than USD10). Weak underwriting performance is partially offset by strong
investment income (given the comparatively high interest rate environment). GCR also considers the fairly
competitive structure of the market, with the top five players accounting for about 45% of gross premiums,
resulting in fairly stable dynamics. The Ghanaian banking sector score has a negative impact on the
insurance sector risk score.
Republic of Kenya, Sector Risk Score 4.75. Country Risk Score 4.5*, Mapping Table 4.5 to 5.0
Kenya's insurance sector risk score of ‘4.75’ balances a moderately strong regulatory environment (with a
provisional risk based solvency assessment regime and generally very high levels of transparency) and
healthy growth potential. Kenya is expected to continue to reflect intermediate insurance penetration
(2.5%; global average: 6.3%) and very low insurance density (USD40; global average: USD650). The score
also factors in the highly competitive market structure (with the top five players accounting for 30% of gross
premiums), resulting in pricing pressure. In this regard, GCR considers the level of earnings risk to be
intermediate, being largely impacted by the competitive dynamics. Barriers to entry are moderately high
(with a limited number of successful new entrants in the market over the last five years), given the market
structure and dynamics. The Kenyan financial sector score has a negative impact on the insurance industry
score.
Republic of Malawi, Sector Risk Score 2.75. Country Risk Score 1.5*, Mapping Table 1.0 to 2.0
Malawi's insurance sector risk score of ‘2.75’ balances an intermediate regulatory oversight, low insurance
penetration (1.4%), very low insurance density (USD5) and healthy growth potential. Cognisance is taken
of the absence of minimum premium rates (resulting in rates pressure which may gradually result in a
significant moderation in growth). This, coupled with price-based competition, results in high earnings risk.
In GCR's view, given the low likelihood of new entrants into the market, barriers to entry are viewed to be
moderately high. The financial sector score for Malawi has a negative impact on the insurance sector risk
score.
Republic of Mauritius, Sector Risk Score 6.0. Country Risk Score 9.25*, Mapping Table 9.0 to 9.5
Mauritius’ insurance sector risk score of ‘6.0’ reflects GCR’s view of a strong regulatory environment (with
a risk based solvency assessment regime and very high levels of transparency), moderately high barriers to
entry and fairly competitive structure of the market, with the top five players accounting for about 75% of
gross premiums. The score also factors in low real growth potential, intermediate insurance penetration
(4.2%; global average: 6.3%), and comparatively low insurance density (USD437; global average: USD650).
Recent net margin compression has resulted in an intermediate level of earnings risk. The financial sector
score has an overall neutral impact on the insurance sector risk score.
Republic of Mozambique, Sector Risk Score 2.0. Country Risk Score 1*, Mapping Table 1.0 to 2.0
Mozambique's insurance sector risk score of ‘2.0’ reflects GCR's view of a weak regulatory environment,
low insurance penetration (1.7%) and very low insurance density (USD6.60). Earnings risk is expected to
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remain moderately high, given the high susceptibility of the industry to overarching macroeconomic
factors. The score factors in moderately healthy growth potential, with real growth averaging around 4%.
Cognisance is taken of the fairly stable industry structure (with the top five players accounting for about
85% of industry premiums). Barriers to entry are viewed to be intermediate, due to the dominance of
government related business and language constraints (with Portuguese as the official language). The
overall financial sector score is viewed to have a negative impact on the insurance sector score.
Republic of Philippines, Sector Risk Score 6.5. Country Risk Score 9.0*, Mapping Table 9.0 to 9.5
Philippines’ insurance sector risk score of ‘6.5’ balances a strong regulatory environment (with a risk based
solvency assessment regime and high levels of transparency), and healthy growth potential, with low
insurance penetration (1.8%) and very low insurance density (less than USD75). The score also factors in
high barriers to entry, with very limited number of successful market participants over the last five years, in
the context of a highly competitive market structure (the top five players accounting for about 40% of total
industry gross premiums). Net margins are relatively healthy, albeit remaining highly susceptible to weather
related events. The financial sector score has an overall neutral impact on the insurance sector risk score.
Republic of South Africa, Sector Risk Score 8.75. Country Risk Score 7.5*, Mapping Table 7.5 to 8.0
South Africa's insurance sector risk score of ‘8.75’ balances a strong regulatory environment (with an
advanced risk based solvency assessment regime and generally very high levels of transparency) and high
insurance penetration (12.6%; global average: 6.3%), with intermediate real growth potential and average
insurance density (USD768; global average: USD650). The score also factors in low earnings risk, which has
resulted in high net profit stability over the last five years. GCR also considers the fairly competitive structure
of the market, with the top five players accounting for about 50% of gross premiums. Barriers to entry are
high (with a limited number of successful new entrants in the market), given the high regulatory compliance
requirements and competitive dynamics. The South African financial sector score has an overall neutral
impact on the insurance sector risk score.
Republic of Tanzania, Sector Risk Score 3.25. Country Risk Score 4.0*, Mapping Table 4.0 to 4.5
Tanzania’s insurance sector risk score of ‘3.25’ reflects a moderately strong regulatory environment (with a
solvency assessment regime that is currently not risk based and strong regulatory implementation and
intervention). The score also factors in very low insurance penetration of 0.5% (regional peers: 2.5%; global
average: 6.3%), and very low insurance density of less than USD10. Growth potential is viewed to be
moderately healthy (five year gross premium real compound annual growth rate: 4%). GCR also takes into
account intermediate earnings risk, with strong investment income, partially offset by underwriting margin
compression. The score factors in the fairly competitive structure of the market, with the top five players
accounting for about 45% of total industry gross premiums, and the limited number of successful new
entrants in the market (given the strict local content enforcement). GCR factors in the financial sector
score, which has a negative impact on the insurance sector risk score.
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Republic of Uganda, Sector Risk Score 3.75. Country Risk Score 3.5*, Mapping Table 3.5 to 4.0
Uganda's insurance sector risk score of ‘3.75’ reflects an intermediate regulatory framework (with a
solvency assessment that is currently not risk based), low insurance penetration (less than 1%) and very low
insurance density (less than USD10). The score also considers the low barriers to entry, with a number of
successful new players having entered the market, and established market presence over the past ten
years. This notwithstanding, very low earnings risk is expected to be sustained over the medium term,
supported by strong real growth potential (real gross premium growth averaged 10% over the last five
years), and the enforcement of minimum rates. The financial sector risk score has a negative impact on
Uganda’s insurance sector risk score.
Republic of Zambia, Sector Risk Score 2.5. Country Risk Score 1.75*, Mapping Table 1 to 2.0
Zambia's insurance sector risk score of ‘2.5’ reflects GCR's view of a limited regulatory framework (with
solvency assessment which is not risk based and intermediate transparency levels). Note is taken of the
potential of the regulatory framework to strengthen to levels similar to regional peers over the medium
term, to adapt to the strong presence of regional brands in the market. Zambia reflects low insurance
penetration at 1.1%, compared to regional peers at 2.5% (global average: 6.3%), and very low insurance
density at less than USD50. Earnings risk is viewed to be moderately high, stemming from the competitive
nature of the industry, coupled with inhibitive cost structures. The score factors in moderately healthy
growth potential, with real industry growth of 4%. Barriers to entry are viewed to be low, with successful
market entrants having been registered in both the short and long term product space over the past ten
years. In this regard, market dynamics may come under pressure over the medium term, in the absence of
responsive regulatory adoption. The financial sector risk score has a negative impact on the insurance
sector risk score.
Republic of Zimbabwe, Sector Risk Score 3.25. Country Risk Score 0*, Mapping Table 0 to 1.0
Zimbabwe's insurance sector risk score of ‘3.25’ reflects an intermediate regulatory environment (with a
solvency assessment regime that is currently not risk based and generally high transparency level). The
score also factors in an intermediate level of insurance penetration of 3.7% (regional peers: 2.5%; global
average: 6.3%), and very low insurance density of less than USD50. Growth potential is viewed to be
moderately healthy (five year gross premium real compound annual growth rate: 7%), albeit note is taken
of potential moderation, due to the overarching macroeconomic factors. GCR also takes into account an
intermediate earnings risk, with moderately strong net profitability, partially offset by high volatility. The
score also takes into account the competitive structure of the market, with the top five players accounting
for more than 60% of gross premiums, and the limited number of successful new entrants in the market.
GCR factors in the very weak financial institution score, which has a very negative impact on the insurance
sector risk score.
*Country Risk scores as at date of publication.
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Figure 1: GCR Insurance Sector Risk Ranking
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Figure 2: GCR Operating Environment Risk Ranking*
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*Country Risk Scores as at date of publication.
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ALL GCR CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS, TERMS OF USE OF SUCH RATINGS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS, TERMS OF USE AND DISCLAIMERS BY FOLLOWING THIS LINK: HTTP://GCRRATINGS.COM. IN ADDITION, RATING SCALES
AND DEFINITIONS ARE AVAILABLE ON GCR’S PUBLIC WEB SITE AT WWW.GCRRATINGS.COM/RATING_INFORMATION. PUBLISHED
RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. GCR's CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THIS SITE.
CREDIT RATINGS ISSUED AND RESEARCH PUBLICATIONS PUBLISHED BY GCR, ARE GCR’S OPINIONS, AS AT THE DATE OF ISSUE OR
PUBLICATION THEREOF, OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES.
GCR DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL AND/OR FINANCIAL OBLIGATIONS AS THEY
BECOME DUE. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: FRAUD, MARKET LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND GCR’S OPINIONS INCLUDED IN GCR’S PUBLICATIONS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND GCR’S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND GCR’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL OR HOLD PARTICULAR SECURITIES. NEITHER GCR’S CREDIT RATINGS, NOR ITS PUBLICATIONS,
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. GCR ISSUES ITS CREDIT RATINGS AND PUBLISHES
GCR’S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION
OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING OR SALE.
Copyright © 2019 GCR INFORMATION PUBLISHED BY GCR MAY NOT BE COPIED OR OTHERWISE REPRODUCED OR DISCLOSED, IN WHOLE
OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT GCR’S PRIOR WRITTEN CONSENT.
Credit ratings are solicited by, or on behalf of, the issuer of the instrument in respect of which the rating is issued, and GCR is
compensated for the provision of these ratings. Information sources used to prepare the ratings are set out in each credit rating report
and/or rating notification and include the following: parties involved in the ratings and public information. All information used to
prepare the ratings is obtained by GCR from sources reasonably believed by it to be accurate and reliable. Although GCR will at all
times use its best efforts and practices to ensure that the information it relies on is accurate at the time, GCR does not provide any
warranty in respect of, nor is it otherwise responsible for, the accurateness of such information. GCR adopts all reasonable measures
to ensure that the information it uses in assigning a credit rating is of sufficient quality and that such information is obtained from
sources that GCR, acting reasonably, considers to be reliable, including, when appropriate, independent third-party sources.
However, GCR cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall GCR have any liability to any person or entity for (a) any loss or damage suffered by such person or entity caused
by, resulting from, or relating to, any error made by GCR, whether negligently (including gross negligence) or otherwise, or other
circumstance or contingency outside the control of GCR or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b)
any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits)
suffered by such person or entity, as a result of the use of or inability to use any such information. The ratings, financial reporting
analysis, projections, and other observations, if any, constituting part of the information contained in each credit rating report and/or
rating notification are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to
purchase, sell or hold any securities. Each user of the information contained in each credit rating report and/or rating notification
must make its own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY GCR IN ANY FORM OR MANNER WHATSOEVER.
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